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p ine Tax Foundation preliminary box score on the budgetary actions of Congress this year 
indicates that a moderate budget surplus — perhaps in the $2 billion to $3 billion range — 
is in prospect for fiscal 1961, compared with a $4.2 surplus projected in January. This prelimi- 
nary estimate relates only to the expenditure side of the budget picture. If revenues fall much 


below budget estimates, the surplus estimated 
in January may shrink further. The Adminis- 
tration’s official revised estimates of Federal 
revenues and expenditures for the fiscal year 
which ends next June 30 will appear in the 
Bureau of the Budget’s mid-year review, to be 
released in the near future. 

On the basis of the Foundation’s analysis it may 
fairly be said the record of this session of Congress 
does not constitute as great an assault on fiscal sound- 
ness as some feared. At certain times during the ses- 
sion, it appeared that the projected fiscal 1961 surplus 
might be completely wiped out. In May the collapse 
of the summit conference and the ensuing deteriora- 
tion of the international situation for a time threatened 
the surplus. When Congress recessed for the politi- 
cal conventions in early July, a series of strongly- 
supported “big spending” bills in various stages of 
consideration posed a very real threat. However, most 
of these bills failed of enactment in the August session. 


On the basis of the analysis detailed below, it may 
also be said that Congress did not come close to pre- 
dictions made at the outset of the session that the 
President’s budget requests would be reduced by per- 
haps as much as $2 billion. Indeed, the total of new 
spending authority approved by the Congress for fiscal 


1961 substantially exceeds the revised budget re- 
quests. The tentative total of $80.7 billion in new 
spending authority provided for the current fiscal year 
(which includes permanent and indefinite appropria- 
tions not requiring specific action by Congress) is in 
fact larger, with one exception, than in any other year 
since the Korean War, and exceeds the total for the 
post-Korea low year (1955) by a startling $23.6 bil- 
lion. This trend undoubtedly means that the job of 
holding future Federal budgets to reasonable levels 
will be more difficult. 


However, even a reduced surplus of $2 to $3 billion 
will certainly generate questions in the next session of 
Congress concerning the possibility of a tax cut, revi- 
sion of the Federal tax structure, and reduction of the 
huge Federal debt. It will also raise hopes in other 
quarters that there may be less opposition to new 
spending proposals in the next Congress if the surplus 
materializes. All of these possibilities pose the further 
question as to the ultimate effects of any of these fiscal 
actions on the international economic position in the 
United States, which has been seriously weakened by 
an adverse balance of payments. Is a surplus of $2 to 
$3 billion enough to secure that position? 


In this crucial period of international tensions, it is 
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imperative that all citizens keep informed and take a 
greater interest in the fiscal affairs of their national 
government. If government can act responsibly, while 
still being responsive to the needs of the times, the 
country can move forward with confidence and safety. 


The following analysis by the Foundation’s Wash- 
ington staff presents further detail on the budgetary 
record of Congress this year. 


WASHINGTON STAFF ANALYSIS 


A preliminary analysis of the budgetary actions of 
the recently-adjourned Congressional session pro- 
vides the following highlights: 


e The total of new spending authority for fiscal 
1961, as computed by the Tax Foundation, exceeds 
. the revised budget requests by $1.4 billion, and the 
original January budget estimates by almost $1.3 
billion. 


¢ Appropriations providing new obligational au- 
thority for fiscal 1961 exceed revised budget requests 
by $539 million; in addition, a $50 million increase 
in authority to borrow from the Treasury, over revised 


budget requests, was provided in appropriation meas- 
ures — an over-all increase in the appropriation bills 
of about $588 million. The totals do not include sig- 
nificant amounts for certain unbudgeted programs, 
particularly the Federal employees pay increase and 
the new aged medical care program, for which supple- 
mental funds probably must be provided in next year’s 
session. 


e Although “backdoor financing” — unbudgeted 
spending authorizations bypassing the regular appro- 
priation process — was generally held in check in the 
recent session, a total of $818 million of such authori- 
zations still was approved, most of this in a last- 
minute, stop-gap housing measure. 


@ The tentative total of $80.7 billion in new obliga- 
tional or spending authority for the fiscal year 1961 is 
larger, with one exception, than for any other year 
since the Korean War, and $23.6 billion above the 
amount approved in the low year (1955) of the post- 
Korea period. 

The accompanying tabulation provides a compari- 


son of new spending authority approved by the Con- 
gress this year with both the original January budget 





FISCAL 1961 NEW SPENDING AUTHORITY PROVIDED BY CONGRESS 
A Comparison With Budget Requests 








(in millions) 
Budget Estimates spe nding Comparison With 
January Revised provides Boar § Ba nn : 
CURRENT AUTHORIZATIONS 
_ APPROPRIATION BILLS 
NE oi SaaS is hs > nto po ake s sive sss $68,237 $68,274 $68,813 $ +576 $ +539 
Authority in appropriation bills to borrow 
co, SES ES Os a eee 368 368 418 +50 +50 
Budgeted shifts from backdoor approval 
I ns sy a din eo Ooi G eo wk bile vee a ec 170 —_ - —170 _ 
New obligational authority under control of 
Appropriations Committees ................. 68,775 68,642 69,231 +456 +588 
BACKDOOR FINANCING 
Contract authority (public domain highways) ... . — — 118 +118 +118 
Borrowing authority (loans for veterans’ and 
college housing and public facilities) ........ = _ 700 +700 +700 
New obligational authority under control of 
legislative committees ...................... - 818 +818 +818 
TOTAL CURRENT AUTHORIZATIONS .............. 68,775 68,642 70,049 +1,274 + 1,406 
PERMANENT AUTHORIZATIONS 
(As estimated in January) 
Appropriations (including interest on the debt) .... 10,196 10,196 10,196 _ _ 
Contract authority (airport grants, airmail 
subsidies and urban renewal) ................ 437 437 437 _ - 
IR i re 8 8 8 - _ 
TOTAL PERMANENT AUTHORIZATIONS ............ 10,641 10,641 10,641 _ _ 
TOTAL NEW OBLIGATIONAL AUTHORITY .......... 79,415 79,283 80,689 +1,274 + 1,406 


"Appropriation totals follow Budget Bureau practice of exclusion of those from postal receipts ($3,450 million) and for liquidati f pri 
contract authority ($417.5 million), neither of which provides new authority to obligate parang Bhae boedhin Falture of Compas ‘to oe Sove 


budgeted increases in postal rates to yield $554 million is reflected in an estimated $508.5 million indefinite appropriation for the 


eficit 


(after reduction of $45.5 million in authorized obligations), which is in addition to a specific appropriation of $49 million for public service 


costs. ... Details in table may not always add because of rounding. 
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requests and the revised budget estimates actually 
considered by the Congress. It is presented to show 
the area of spending authority (appropriations ) within 
the jurisdiction of the Appropriations Committees, 
as distinguished from “backdoor financing” provided 
through the various legislative committees outside the 
regular appropriation process. It also includes totals 
for permanent appropriations and other authoriza- 
tions not requiring specific Congressional action, 
though these figures are necessarily the estimates con- 
tained in the January budget, the latest available, and 
are subject to revision in the mid-year review. 

This tabulation also differs substantially from those 
prepared by the Congressional Appropriations Com- 
mittees and inserted in the Congressional Record. The 
latter include only actions on the appropriation meas- 
ures, which are covered in the first part of the table 
presented here. Even the appropriation totals here are 
at variance with the Appropriations Committee fig- 
ures because the Tax Foundation tabulation is gener- 
ally in conformance with Budget Bureau practices, and 
reflects only authorizations of new obligations from 
the Treasury. Thus an estimated $3,450 million in 
appropriations from postal revenues, and $417.5 mil- 
lion for liquidation of prior contract authority — for 
urban renewal, airport and other construction pro- 
grams, airmail subsidies, public domain highways, etc. 
— are excluded from this tabulation. Actual postal 
costs from the Treasury (postal deficit) , however, are 
included. 


Appropriations 

Of the 16 fiscal 1961 appropriation bills enacted in 
the recent session, five — the Defense, Labor-Health, 
Education, and Welfare, Treasury, Post Office, Inte- 
rior Departments, and the Second Supplemental bill 
— were increased over revised budget requests by an 
aggregate of $1.7 billion. In the other 11 money meas- 
ures there were net decreases aggregating $1.1 billion. 

During the course of action on these bills, the 
House approved reductions from revised budget esti- 
mates, including borrowing authority carried in these 
bills, amounting to $975.5 million. The Senate, how- 
ever, increased the House-approved total for the bills 
by a little more than $3 billion, exceeding revised 
budget requests by slightly more than $2 billion. The 
agreements reached in conferences between the two 
Houses resulted in a final total of $588 million over 
the amended requests. 


Principal Appropriation Increases 
The largest increase in appropriations was for the 
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Defense Department. The total approved, slightly be- 
low $40 billion, was almost $781 million above re- 
quests. The House approved a total which exceeded 
requests by $122 million, but the Senate sharply in- 
creased the total to $1.3 billion above revised budget 
estimates. The compromise figure agreed upon cut 
certain Administration defense programs sharply, 
while providing funds for other programs not included 
in Administration requests. Because of the long-range 
nature of many Defense Department programs, the in- 
crease in appropriations may not materially affect 
actual defense spending in fiscal 1961. 


The appropriations for the Departments of Labor 
and Health, Education, and Welfare were increased 
by almost $334 million over budget requests. Most of 
the increases were for health and education programs 
— $160 million for the National Institutes of Health, 
$60 million for hospital construction grants, and $80 
million for school aid in so-called “Federal impact” 
areas. Appropriations for the health programs (NIH) 
have increased rapidly in recent years, with Congress 
regularly providing substantially more than requested. 


The other major increase appears in the Treasury- 
Post Office Departments appropriation measure, and 
involves the postal deficit. The situation with respect 
to this item is complicated and includes matters not 
under the control of the Appropriations Committees. 
The tabulations prepared by those committees, in fact, 
show a “reduction” of almost $56 million in this bill, 
$45.5 million of this in Post Office funds. 


However, the bill appropriates “the aggregate 
amount of postal revenues . . . together with an 
amount equal to the difference between such revenues 
and the total of the appropriations hereinafter speci- 
fied” — in other words, the postal revenues plus an 
amount from the Treasury sufficient to cover the 
postal deficit. The budget estimate for this latter pur- 
pose, $49 million (representing the cost of “public 
services” by the Post Office) assumed approval of a 
requested increase in postal rates to yield $554 
million. 

This postal rate matter is outside the jurisdiction 
of the Appropriations Committees, but the refusal of 
the Committees on Post Office and Civil Service in 
both Houses to consider the requested rate adjust- 
ments has the result of increasing the postal deficit by 
about $509 million, even taking into account the re- 
duction made by Congress in postal authorizations. 
Thus, the total effect of Congress’ actions in this mat- 
ter is a substantial increase over budget estimates. 
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Appropriation Reductions 

As anticipated, the largest single reduction in ap- 
propriation requests was in funds for Mutual Security 
(foreign aid) programs. Overall, the funds for these 
programs were cut $493.7 million below requests. Be- 
cause only about one-fourth of estimated fiscal 1961 
foreign aid expenditures were intended to come from 
these new appropriations, it is doubtful if this cut will 
mean any significant reduction in foreign aid spend- 
ing this year. 


The increase already referred to in regular Defense 
Department appropriations was partially offset by a 
reduction of $193 million in funds requested for mili- 
tary construction programs. 


Detailed tabulations of appropriation actions also 
show a “reduction” of more than $141 million in 
funds provided for the Department of Agriculture. 
This is, however, somewhat misleading. Of the almost 
$4 billion total carried in the Agriculture Department 
bill, $2.7 billion is for reimbursement of impaired 
capital and losses of the Commodity Credit Corpo- 
ration in connection with its farm price support and 
other programs, as required by law. Of the $141 
million “cut” indicated, $124 million is from these 
reimbursements, which in effect represents simply a 
deferment of this payment. 


The Agriculture Department bill also carries a total 
of $417 million, $50 million more than requested, in 
borrowing authority for the Rural Electrification and 
Farmers’ Home Administrations, which is not included 
in most tabulations of appropriation actions. In addi- 
tion, Congress this year provided for REA and FHA 
“contingent funds” totaling $160 million, none of 
which was recommended in the budget. 


Efforts by the House to reduce requests for new 
personnel were offset in large measure by Senate res- 
toration of funds for this purpose. The $750 million 
pay increase approved over a Presidential veto will 
much more than wipe out any savings in personnel 
funds in the appropriation measures. 


Backdoor financing 

The budget as presented in January contained no 
new “backdoor financing” proposals. In general, the 
use of this financing device, which bypasses the regu- 
lar appropriation process, was successfully resisted in 
the session of Congress recently ended. A total of 
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$818 million was approved finally, the bulk of this 
being accounted for by the last minute approval of a 
$550 million “stop-gap” housing measure. 


Earlier in the session, there had been strong moves 
in support of action on omnibus housing bills which, 
without duplication of programs, would have pro- 
vided a total of about $2.5 billion in backdoor financ- 
ing. These bills were not enacted. 


Permanent Authorizations 


The totals shown in the tabulation for so-called per- 
manent appropriations and other authorizations, 
which do not require annual action by Congress, are 
necessarily based on estimates in the January budget 
documents. These are the latest data available, until 
the mid-year budget review provides revised estimates 
for these items. The bulk of this total involves the 
items for interest on the public debt. 


Summary and Conclusions 


Based upon these computations of Congressional 
appropriations and related actions — which, it should 
be stressed, relate only to the expenditure side of the 
budget — it would appear that the fiscal 1961 Federal 
budget will still show a surplus, though not of the pro- 
portions of the $4.2 billion surplus forecast in Janu- 
ary. Certainly, the Federal pay increase, the new pro- 
gram to provide medical care for the aged, and the 
refusal of Congress to increase postal rates as re- 
quested, will result in increasing expenditures this 
year. 


The size of the surplus, of course, also will be de- 
termined in part by revenue prospects. The January 
budget document predicted net budget receipts of $84 
billion. Revenue collections thus far raise some ques- 
tions as to whether the January revenue estimates 
were overly optimistic. 


The answers to all these questions will be forth- 
coming shortly, when the Bureau of the Budget re- 
leases its annual mid-year budget review. Based upon 
the actions of Congress discussed above, revisions in 
revenue estimates on the basis of latest economic 
analyses, and administrative decisions as to the levels 
of activity in certain government programs, the mid- 
year review will present new estimates of Federal 
revenues and expenditures, and the surplus, for the 
current year. 














